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KEY ECONOMIC INDICATORS :AFGHANISTAN 
MID-1972 


Note: Afghan statistics are very unreliable, For example, population estimates 
range between 13-17 million (official 1971 figure: 17.48 million) while trade 
figures may be 20-40% off due to smuggling, poor enumeration and collection errors. 


All values in million US$ 1971+72 Free Exchange Rate varied around Afs, 80=US$1 


unless otherwise stated. Official Rate of Afs. 45.30=US$1 used for external 
debt installments, other official settlements. 
Afghan (Islamic) calendar year begins March 21. Used except where Western calen- 


dar year indicated. 














A, B. cs 
ITEM 1347 1348 1349 % Change 
1968/69 1969/70 1970/71 
INCOME, PRODUCTION, EMPLOYMENT 
@P at Congtant (1956/66) Market Prices 1968 1969 1970 
GNP at Constant Prices N/A N/A N/A 
Per Capita GDP at Constant Prices 1968 
1965/66 Market Prices 3450 3500 3500 Nil 
Plant & Equipment 2] N/A N/A N/A 
Indices: (Base Year) = 100 
Agricultural Production:1963=100 112 (1968 116 (1969) 112 (1970 3h 
Industrial Production Mfg. 2 
1966/67 = 100 83.1 92.0 111.0 
Avg. Labor Productivity N/A N/A N/A 0.6 
Avg. Industrial Wage = N/A N/A N/A 
Personal Income N/A N/A N/A 8b LIT aed 
Employment /Avg. Unemployment Rate 27 N/A N/A N/A 
MONEY AND PRICES St 
Money Supply/Afs. Million 6 936 7,061 7,529 6.6 
Public Debt Bank Credit to Public 
Sector/Afs. Million 3,976 6,008 6,590 9.7 
External Public Debs Out standing 
Dollars/Millions = 
Interest Rates N/A N/A N/A 
National Price Index All Items 208 200 259 29.5 
BALANCE OF PAYMENTS AND TRADE 
Gold & Foreign Exchange Reserves 
(Includes SDR/IMF Reserve Position) 
(US$ Millions) 31 (1968) _41,7(1969) 45.51 (1970) 9.13 
Balance of Pa nts (Deficit = - 4.4 -0.2 Balanced 
Balance of Trade (commercial onl +6.2 +9.4 +10 
Exports FOB 71.8 81.9 85.7 ° 
U.S. Share (commercial onl 6% 3% 3% 
Imports, CIF 65.6 72.5 75.4 ° 
U.S. Share (commercial onl 47 6% 5% 


Main Exports and Imports (Afghanistan and U.S.): See Annex A 


reese 


Sources: 


Afghan Government publication 
Asian Development Bank (ADB)/Key Indicators July 1972 
IBRD Publications, February 1972 


IMF Statistics 


1/ 


ADB "Key Indicators" figures. Since Afghanistan has no consoli- 
dated national accounts, accurate BNP is unavailable, 


Investment to date under the 1967 Private Investment Law is 
estimated at from $6 to $10 million. 


Afghan Government figures. According to IBRD figures, from 1347 
to 1348 Production in 15 out of 22 industrial categories increased, 
7 declined; from 1348 to 1349, 17 increased, 5 declined. 


No accurate figures, Wages are very low but increasing. Estimated 
representative monthly wages: Good Mechanic, Afs. 6,000 ($72.00); 
Clerk/Weaver, Afs. 2,500 ($30.00); Seasonal Unskilled Laborer, 
Afs, 1,200 ($14.50). 


Estimated labor force: 5 million, 70/80% agricultural; 15-20% 
industry/commerce. One study estimates about 30,000 employed 
in enterprises with 50 employees or more. There is heavy 
unemployment /underemployment and a serious skilled worker short- 
age. 


For debt discussion and figures, see pages 9 and LOs 








Summary 
Afghanistan's Economy and Market: Mid 1972 


Compared to 1971, Afghanistan's economic situation is better, at 
least for the near term. This is largel y because the serious and 
enervating drought was broken by heavy snows and rain during winter- 
spring 1971-72, Although self-sufficiency has not been achieved in 
the basic commodity, wheat, continued adequate precipitation should 
enable the country to reach that goal in the next several years. 
Foreign exchange receipts from sales of livestock products, especially 
karakul pelts, were higher this year but the drought and harsh winter 
reduced the national flock, foreshadowing lesser returns the next 
auction season. Other agricultural exports remained level or decli- 
ned due to drought damage but should increase given water and better 
production practices. 


The present Government took office in July 1971 and soon acted to 
relieve human suffering due to the drought. The Government has 
worked to reverse inflationary monetary and fiscal trends and to 
begin an active export promotion program. It has made little pro- 
gress, however, in dealing with Afghanistan's basic causes of under- 
development, Key negative factors include inadequate mobilization 
of domestic human and real resources and chronic balance of payments 
deficits exacerbated by mounting external debt service. 


On a limited scale, foreign and domestic investors' confidence is 
evident from many new industrial and commercial enterprises started 

in 1971-72. Major new construction projects offering potential con- 
tracts are few but communications, aviation facilities and engi- 
neering consultation are possibilities, The American share of capital 
and consumer imports into Afghanistan continues to lag behind com- 
peting countries, Afghan merchants desire to sell American goods, 

but strong marketing competition, price, transportation costs and 
time, and trade credit remain serious obstacles. 


Although useful supporting statistics are not available, there is 
much evidence that the westernized market and the traditional bazaar 
are expanding in response both to domestic demand and to growing 
regional trade. In several product and service fields, a limited 
effort by American firms to investigate, penetrate and exploit the 
Afghan market could be well justified by sales results. 








A. CURRENT ECONOMIC SITUATION AND TRENDS 


The Drought Is Relieved 


In mid-1972, Afghanistan's immediate economic situation and near- 
term business prospects have improved compared to the previous year. 
Basically, this is because there is more water and therefore more 
wheat. Another wet winter is needed to fully restore underground 
reserves, but the disastrous 1970-71 drought was effectively broken 
by the 1971-72 heavy snows and extreme cold, 


In this subsistance economy, the availability of wheat and its price 
are keys to the economic and political health of the nation. Last 
year there was an estimated wheat deficit of three to five hundred 
thousand metric tons (roughly one-quarter of estimated national con- 
sumption), and prices varied from Afs 80 to Afs 130 per seer (16 
pounds), contrasted with the recent historical average of 45 Afs per 
seer. This large shortage was effectively reduced by concessional 
imports in response to Afghan Government appeals for relief. The 
United States was the major contributor, providing 250,000 tons of 
wheat under PL 480 soft-loan and grant terms. Other nations and 
international organizations contributed grain, other commodities, 
and cash. But shortages due to inadequate supplies and poor distri- 
bution led to severe hardship and even starvation in some remote 
provinces. 


This year, however, precipitation plus fertilizer and high yield 
variety seed have led to a record wheat crop. Nevertheless, there 
is an estimated wheat deficit in 1972 of 100,000 to 250,000 thousand 
tons. In mid-1972 retail wheat prices after the harvest began were 
around Afs 50 per seer. Pockets of serious nutritional want remain 
and may require emergency relief as winter approaches. 


After Drought Setback Agricultural Sector Should Improve 


If the country has another heavy winter and continues improving 
production practices, wheat self-sufficiency could be reached in 
the next three to four seasons. The recent annual deficits of a 
domestically produceable necessity would no longer have to be made 
up by purchases with scarce foreign exchange or the incurring of 
further external debt. Furthermore, lower wheat prices could en- 
courage farmers to shift from marginal unirrigated wheat produc- 
tion to pasturing livestock, a foreign exchange earner. Some 
irrigated lands could change to cash fruit and nut production. 


Another effect could be that persistently lower prices for the 

basic foodstuffs will change consumption patterns and propensities, 
since consumers might have more to spend for other goods. Achievement 
of wheat sufficiency or surplus will not be a total boon, however, 
since Government commodity managers are unprepared for the price and 
distribution effects of such an unprecedented situation. 


With respect to sheep, the country's major foreign exchange earner, 
the drought and harsh winter produced a foreign exchange windfall 

but should seriously reduce returns for the next one or two seasons. 
In early winter 1971-72, with pasture and fodder desperately short, 
killing weather anticipated, and money needed for food, flockowners 
slaughtered heavily into the nation's estimated 26 million head 

(20 million meat, 6-8 million karakul). Domestic mutton prices 
plunged but Afghanistan enjoyed its best ever karakul auctions in 
London and New York, selling about 1.7 million pelts at record prices 
to earn approximately $18 million in hard currency. In midwinter, 
Afghanistan permitted temporary export of live mutton sheep to Iran. 
All live export was previously illegal. Iran and the Persian Gulf 
are promising markets for Afghan mutton if range management, sanitary 
slaughtering and refrigerated shipping obstacles could be overcome, 


Significant and consistent increases in livestock returns will have 
to wait, however, until the national flock is restored. Distress 
slaughter and the harsh winter wiped out some flocks in the northem 
high country, where most karakul production is located. Estimates 

of average losses nationwide range from 10% to 30%. Thus, Afghanistan 
may ship as few as one million pelts this marketing year. Returns 
will decline, damaging further the already structurally weak trade 
balance, 


Other agricultural export sales were mixed. Cotton shipments to 
Germany and the U,K. increased. This did not reflect greater pro- 
duction, but rather disposal of one and two year old inventories 

in response to the world price rise. Afghan cotton production has 
declined due to competition from high priced wheat and poor manage- 
ment of the national crop. With more normal wheat prices and a 
recently announced policy of higher prices to cotton farmers, pro- 
duction of this once important foreign exchange earner may increase. 
Fruit and nut production were set back by the drought. Exports 
dropped but not drastically. Transport to India and Pakistan, 
Afghanistan's principal customers, of fresh and dried fruit was 
disrupted by the December 1971 War, but the three nations are 
working to restore normal transit. 








Exports of carpets, another important product originating in the 
agricultural sector, also improved. In 1349 foreign sales were up 
16% fdlowed by a 13% increase in 1350. Switzerland, West Germany 
and England are principal buyers. 


With good fortune in the form of water and improved production 
practices and marketing, the key agricultural sector shows better 
performance and potential as of this writing than it did in 1971. 


The New Government After A Year: Mixed Results 


Aside from adequate water, the second major change in the nation's 
economic (and political) situation was in the new government of 
Prime Minister Zahir which took office in late July 1971. Through 
negotiation and an international appeal, the new government received 
offers of drought assistance from many countries. In cooperation 
with the U.S, and German Governments, the Afghan Government began 

a Food-For-Work Program whereby rural people badly in need of food 
could work on small projects (road repair, drainage, canals, wells, 
etc.) in return for wheat. Although wheat prices remained high and 
there was serious hunger in some provinces, a much greater disaster 
was averted through the Government's action and the forthcoming 
response of sympathetic donors, 


Trade balance and reserve figures for 1971-72 were relatively 
healthy (see Indicators) but the medium term balance of payments 
prospects are very unfavorable. Thus the new government focussed 
hard on the nation's external debt, a major drain on foreign ex- 
change resources, With the debt service ratio climbing toward 40% 
through 1975 and little probability that export earnings will increase 
sufficiently to pay scheduled installments, the government began to 
consider debt relief, the only alternative aside from default. (The 
latter is seen as unthinkable since it would spoil Afghanistan's 
excellent payment record.) The following table gives some idea of 
the dimensions of the problem. 


TABLE I 


Key Figures Concerning Afghanistan's External 
Debt and Balance of Payments = Mid-1972 


Total Outstanding Disbursed Loans $608 million 


Service Payments Due (rounded) 


1971-72 28 million 
1972-73 36 million 
1973-74 40 million 
1974-75 41 million 
1975-76 44 million 
Value of Exports: 1971-72 $ 97.2 million 
(Projected to exceed $115.0 million by 1976-77) 
Value of Commercial Imports 
1971-72 $ 77.0 million (approx.) 
(Projected to exceed $ 87.0 million by 1976-77) 


Ratio of debt service to foreign exchange receipts (debt service 
ratio): 
By 1975-76 35% to 45% depending on debt relief/reshceduling 
agreements with creditors and export 
earnings. 


Major Creditors: Outstanding disbursed loans including Afghan 
Government Guaranteed, as of March 1972: 


USSR $452 million 
U.S. 68 million 
F.R.G, 54 million 
U.K. 5 million 


France 3 million 
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Thus in 1972, Afghanistan is negotiating rescheduling of its ser- 
vice load lest it become a capitol exporter in the next few years, 
a most illogical role for a country designated among the world's 
25 least developed nations at recent UNCTAD meetings. 


The Government has taken some action in two areas of importance to 
its general financial health and to the debt situation just outlined. 
First, the Ministry of Commerce is working hard on export promotion. 
Under U.N, aegis, a number of young Commerce Ministry officials took 
a six weeks export promotion course at Geneva. Afghanistan partici- 
pated in several European trade fairs while the official press con- 
stantly stresses export performance. The Karakul Institute and 
Carpet Exporters Guild have been actively promoting their respective 
products abroad, 


Second, the Government and the Central Bank (Da Afghanistan Bank, 
also a commercial bank) worked to reduce inflationary reliance on 
internal borrowing. During 1971, bank credit to the public sector 
was only 6% greater than a year earlier. During the three-month 
period through end of January, there was but a 1% increase in the 
money supply. Unlike previous years the Government submitted its 
budget to the Parliament before the beginning of the present Afghan 
year 1351 (March 1972-March 1973), with only slightly higher expendi- 
ture levels than the previous year. Combined with lower wheat prices 
these monetary and fiscal trends should ease inflation and stabilize 
the urban cost of living. The healthier situation is also reflected 
in the free Afghani exchange rate which has stabilized and even 
appreciated slightly in mid-1972, following a weakening trend in 1971, 


The Government also moved, albeit slowly, to improve the administra- 
tive and legal framework for economic progress. Work continues on 

a revised Customs Law to make rates and administration more rational. 
A Labor Code is being drafted. A serious impediment to minerals 

and petroleum development has been the lack of laws and regulations 
by which foreign governments and companies could assure themselves 
of reasonable returns to investment in exploration and exploitation. 
In August 1972, completed draft Mining and Petroleum Codes were 
under study by the authorities, 
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The Government has also sought to improve its official foreign 
economic relations. A new bilateral trade agreement was concluded 
with the USSR, its principal trading partner and foreign assistance 
donor, which will raise the volume of barter trade to $36.5 million. 
Afghanistan also concluded trade and assistance agreements with the 
People's Republic of China and India which are intended to increase 
trade both ways with those countries, A trade agreement was also 
reached with Iraq for the first time, 


The foregoing gives the impression of activity and progress; however, 

in reality the picture is very mixed, The crash agricultural develop- 
ment and Food-For-Work programs begun in winter 1971-72 have slowed, 

and in some cases, stalled due to inadequate resources and bureau- 
cratic obstacles. The Fourth Five-Year Plan which should constitute 

the nation's prime statement of economic commitment and forward planning, 
was due to begin in March 1972 but has not yet been published. Foreign 
economic advisors have examined present drafts of the Plan and find it 
lacking in realism and comprehensive economic planning. 


There has been no vigorous action by the Government to attack its 
major internal financial problem, e.g. grossly inadequate revenues, 
Although the Government has repeatedly stated its intention to im- 
prove collections and to raise taxes on the agricultural sector, no 
such measures have been taken, In addition, there has been no known 
action to improve the poor performance of public enterprises, Finally 
little has been done to improve the government bureaucracy, which has 
caused increasing difficulties in leading and planning the economy. 
There is still inadequate coordination, corruption (certainly due in 
part to very low civil service salaries) and poor utilization of the 
many skilled people being produced by the local university and over- 
seas training. 


Industry And Commerce: Increased Activity 


During 1971 and 1972, Afghanistan's private industrial and commercial 
sectors progressed but still cannot be described as dynamic. A num- 
ber of new plants started production, including foam rubber, plastic 
film, soap, blended lubricating oils, and plastic tableware. The 

oil blending plant is a joint American-Pakistani investment. Another 
addition to the country's light industry and marketing was a Coca Cola 
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and Fanta plant. Afghanistan's crossroads position is evident from 
sight of bright red Russian trucks emblazened with Coca Cola in 
large Persian lettering. During 1972, a number of Afghan manu- 
facturers organized an impressive exhibition of their progress and 
products. Stimulated by this successful effort, the industrialists 
have formed a manufacturers association. 


One problem confronting firms which entered the investment program 
early after passage of the 1967 Investment Law is that the five-year 
tariff and tax holiday provided under the Law will soon end. Thus 
they will have to compete against imported manufactures and on an 
equal footing under Afghanistan's perverse tariff structure which 
effectively penalizes raw material imports. 


In the commercial and retail sectors, evidence indicates that busi- 
ness is better than last year. Private borrowing has increased. 
During the past year, even a casual inspection of Kabul and major 
provincial centers shows that businessmen as analyists of prospects 
and risk in the Afghan economy are deciding to invest. In Kabul 
several modern retail outlets opened, including a large stereo-record 
outlet, two new supermarkets (there was but one that would fit the 
definition a year ago), and several large clothing and variety out- 
lets. A four-story modern department store was opened in June 1972. 
(At this point it sells no American products.) 


Although official figures comparing tourist arrivals for the first 
six month periods of 1971 and 1972 show a 37% decline, much of this 
was due to lower Pakistani arrivals following the December 1971 War. 
(From 1970 to 1971 there was a 13% increase. During 1970-71, 
Afghanistan's increasing attention to its tourist potential was 
reflected by the addition of a second Boeing 727 by Ariana Airlines 
and three YAK-40 light jetliners by Bakhtar, the internal airline. 
The steady expansion of the handicraft trade and the opening of a 
Hertz car rental agency also indicated confidence in the growth of 
tourism. 


Discussions with businessmen, both from Kabul and the provinces, 
reveals a guarded optimism, But for importers and exporters many 
difficulties still remain. For American products price competition, 
transport costs and poor trade credit are major obstacles, Many 


——F 
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businessmen state that they would prefer to sell American products but 
the fact that no American firms are represented directly in Kabul makes 
dealing difficult. In contrast, many competing countries have active 
salesmen in Afghanistan including the British, Russians, Indians, Dutch, 
Swiss, Japanese, Germans and French. 


The Afghan investment, trade, and business outlook is improved but this 
can be said confidently only for the near term. Major financial and 
managerial obstacles remain to achievement of economic self-sufficiency 
or sustained growth in real terms. 


TRENDS FOR THE FUTURE 


Political and Economic Stability 


The succession of the Zahir Government in July 1971 was the major 
political event of 1971-72, During the year there were some problems. 
At Kabul University, students struck for nearly six months over a 
variety of issues, some politically inspired, In the end, the Govern- 
ment chose to agree to most of the students' demands. 


A second difficulty for the Government has been the Parliament's 
continued failure to act on clearly beneficial measures, including 
ratification of long-pending foreign loans, There is currently little 
sign that the Executive will act vigorously to expedite urgently needed 
decisions through the Legislature. New Parliamentary elections are 
required in late 1973 but it is difficult to say whether that prospect 
will accelerate or retard Government action, 


In the medium term, one to five years, Afghanistan faces a difficult 
period, First the country must recover from the 1970-71 drought, i.e., 
generous precipitation must continue. Second, Afghanistan needs to 
put its financial house in order through debt relief and strong action 
to reduce internal and external financial deficits, Finally, strong 
national commitment and action are required in the next five years 

to mobilize effectively management and technical skills now in rea- 
sonable supply but poorly utilized. But given adequate water and 
regional political stability, Afghanistan is capable of providing 
fully the basic needs of its people and paying for required imports 
by export earnings. 
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PART B. IMPLICATIONS FOR THE UNITED STATES 


The Official Relationship: Assistance for Development 


In 1972, American economic relations with Afghanistan are twofold: (a) 
U.S. Government and some private assistance, and (b) a relatively small 
trade and investment relationship. 


The primary objective of United States policy and aid toward Afghanistan 
is to help the nation achieve economic independence, a still distant 
goal, In recent years the United States and other donors have shifted 
their assistance from large infra-structure projects to greater stress 
on technical assistance, commodity aid and smaller projects which will 
provide returns in the form of domestic revenues or foreign exchange. 

In addition to projects in irrigation and electric power, the U.S. has 
technical assistance programs in family planning, education, agriculture, 
engineering, public administration, and private enterprise expansion. 


Investment and Trade: Potential Exists But Is Limited and Mixed 


The Afghan Government has included a number of public works projects 

in its draft Fourth Five Year Plan. There is question, however, whether 
sufficient managerial and technical skills are available to undertake 
these projects or whether the Government will be able to obtain the 
largely foreign financing necessary. Construction or consultation 
opportunities could develop, however, in airport design and construc- 
tion, secondary highways, irrigation and water control, telephone and 
radio communications, tourism development, heavy highway freight trans- 
port, and municipal sanitation. 


Afghan Government procurement activities are small scale and erratic. 
Major opportunities usually derive from project expenditures of foreign 
loans, often subject to guidance and restrictions set by the lender. 
Tenders for commodities for purchase under the Government operating 
budget are usually small, apparently biased toward foreign firms with 
local representation, and publicized with very short expiration dates. 


Private investment continues to be one of the Government's more dynamic 
economic programs. The natural limitation of both the domestic and 
regional export markets make potential in any one sector relatively 
small, Light manufactures, (except textiles), food processing, re- 
tailing and industrial and consumer services offer possibilities. 
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The continuing active administration of the 1967 Foreign and Domes- 
tic Investment Law and the expected activation in early 1973 of an 
Industrial Development Bank of Afghanistan should further enhance 
the investment climate. 


Greater agricultural production, possibly higher rural incomes and 
more stable regional trade relations should make Afghanistan a better 
market for American goods in the next 12 to 36 months. The market is 
inherently limited by the country's extremely low per capita dispos- 
able income and chronically deficit national finances. The tables in 
Annex A give an indication of Afghan trade volume and patterns and 
U.S. market share. 


For American investors and exporters, Afghanistan in 1972 offers an 
opportunity. This is especially true for U.S. firms already opera- 
ting in the much larger neighboring markets, Their representatives 
are well advised to keep abreast of the Afghan situation, if possible 
by periodic personal visits. As mentioned previously, several general 
fields offer promise including government projects and tourism. Re- 
garding sales, Annex B gives specific comments on potential in a num- 
ber of product categories, There are willing Afghan buyers for Ameri- 
can products but attention to the peculiarities of the market and per- 
sonal contact are essential to achieve penetration and consistently 
profitable volume, 


Attachments: Annex A: Afghan Trade Pattern Table 
Annex B: Comments on Specific Product 
Category Export Potentials 
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ANNEX _A_ 
TABLE I 
IMPORTS (COMMERCIAL)* 
1348 1349 
March 1969-1970 March 1970-March 1971 
Total (US$ Million) 72.8 75.4 
From U.S, 4.6 4.0 
From Japan (lst) 14.6 15.8 
From USSR (2nd) 12.5 43.5 
From India (3rd) 11.3 11.3 
From U.K. (4th) 5.2 5.3 
* Foreign assistance financed imports not included 
TABLE II 
PRINCIPAL IMPORTS (COMMERCIAL) 

Item Worldwide - 1348 From U.S, = 1348 
Fabrics (lst) 9.3 
Tea (2nd) 9.3 
Yarn & Thread (3rd) 8.586 
Machinery (4th) 4.2 
Used Clothing (lst) 1.403 
Petrol Products (2nd) .49 
Transport Equipment & Spare Parts (3rd) .466 


Tobacco (4th) 363 
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TABLE III 
EXPORTS 
1348 1349 
March 1969-March 1970 March 1970-March 1971 
Total (US$ Million) 81.9L/ 85.7 2/ 
To U.S. 2.5 qaa 
To USSR 30.8 32.2 
To India 16.0 12.9 
To UK 12.9 14.4 
To Pakistan 5.4 6.1 
1/ Of which 12.1 Natural Gas to USSR 
2/ Of which 14.5 Natural Gas to USSR 
TABLE IV 
PRINCIPAL EXPORTS (COMMERCIAL) 

Item Worldwide-1348 From U.S. -1348 
Dried Fruit & Nuts (lst) 19.5 
Fur Skins (2nd) 13.4 
Natural Gas (3rd) 12.1 
Fresh Fruit (4th) 8.9 
Dried Fruit & Nuts (lst) 20.5 
Natural Gas (2nd) 14.5 
Fur Skins (3rd) 10.9 
Fresh Fruit (4th) 8.4 
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ANNEX B 


COMMENTS ON SPECIFIC EXPORT POTENTIALS 


A brief comment is given in the following paragraphs concerning 
the sales potential or lack thereof for specific products. The 
U.S. export figures to Afghanistan for each item given are dollar 
values drawn from U.S. Census Bureau statistics. Readers will 
note difference between these numbers and those given in the 
trade distribution tableSwhich are based on Afghan Ministry of 
Commerce figures, This is due to the very different statistical 
bases and methods used. Also the U.S. figures are higher due to 
inclusion of USAID-financed imports. According to the Census 
Bureau figures, U.S. export totals to Afghanistan are as follows: 


Exports Including Re-Exports Total (US$ Million) 


1969 8.722 
1970 10.217 
1971 10.508 
1971 (Jan.=-June) 3.9 
1972 (Jan.=-June) 10.0 


Comment By Category: 


(The last three year's export volume shown for each item in $US 
million. These will not add up to totals given above since mis- 
cellaneous and insignificant exports are omitted. ) 


Milk and Ice Cream: 1969, .299; 1970, .333; 1971, .268. 

This is largely powdered milk and products, a highly competitive 
field, There are no modern sanitary dairy facilities in Afghanistan. 
All milk consumed by foreigners is of the powdered variety. Euro- 
pean and Pakistani competition is stiff but U.S. brands are prominent 
on the bazaar, 


Cereals and Cereal Preparations = Wheat: 1969, 2,283; 1970, 2.061; 
1971, 6.393. Afghanistan hopes to achieve grain self-sufficiency in 


the next three to four years. The listed imports are non-commercial 
PL-480 grants or loans, 


Cigarettes: 1969, .322; 1970, .393; 1971, .430. Afghanistan is a 
good market for tobacco products, especially cigarettes. The mar- 
ket is highly competitive in quality from British and European 
brands, and in price from Pakistani brands. In early 1972 the Afghan 
Government outlawed all cigarette advertising but, as elsewhere, 

this has not kept the market from expanding. There is considerable 
flow of tobacco products in unrecorded Afghan/Pakistani trade, 
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Used Clothing and Remants: 1969, 1.993; 1970, 1.412; 1971, 1.396. 
Used clothing has been the traditional major commercial export to 
Afghanistan but as the figures indicate returns are declining. Pre- 
cise information is unavailable but several reasons are given by 
Afghan traders for the decline. Although the market size has prob- 
ably grown with the population, American clothing sizes are consid- 
ered to be too large on the average and too light in weight. Further- 
more, traders complain that shipments are poorly graded and in some 
cases wrong or so unsatisfactory that they are unsaleable. Unless 
this trend is reversed, this market will continue to decline in the 
face of European competition. 


Lubricating Oils and Greases: 1969, .473; 1970, .461; 1971 NA, All 
gasoline and diesel fuel in Afghanistan comes from the Soviet Union 
and Iran, but the market for lubricating oil and greases is highly 
competitive. A major factor is the new blending plant, a Pakistani- 
American investment using imported refined components. A limited 
market continues for high-quality American oils and greases. 


Vegetable Oils, Fixed Soft excluding Hydrogenated: 1969, .016; 
1970, .091; 1971, .086. Afghanistan faces a continuing shortage 


of cooking oils. Imports come from Pakistan, Iran and from other 
countries including some from the U.S. under PL-480. With a revised 
policy on cotton production, Afghanistan hopes to use its under- 
utilized cottonseed oil refining capacity to reach self-sufficiency 
in edible oils. 


Dyeing, Tanning and Coloring Materials: 1969, .005; 1970, .005; 
1971, .005. Although sales of Afghan leather products, especially 


“poostincha"™ sheepskin coats, have persisted, there have been con- 
tinuing complaints about poor tanning and processing. There might 
develop a small market for tanning and leather processing material, 
machinery and technical advice. 


Medicinal and Pharmaceutical Products: 1969, .040; 1970, .065; 

1, .119, The Afghan pharmaceutical market has specific and 
positive potential for American producers, Private traders and 
Government officials interested want more American products because 
they think they are better and following "devaluation", cheaper. 
Although primarily dominated by European and some locally produced 
products, including those from a new German plant, American firms 
should pursue penetration and expansion of their share of this 
market. 
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Fertilizer, manufactured and Fertilizer Materials: 1969, .512; 
1970, 0; 1971, 0. Although Afghanistan is seeking to increase 
fertilizer use, competitive circumstances make American sales 
unlikely, The sale in 1969 was due to a U.S. Government loan. At 
present there is an effort to shift fertilizer procurement and dis- 


tribution to the private sector but most supplies should come from 
Persian Gulf oil-producing countries. 


Rubber Manufactures including Tires: 1969, .044; 1970, .014; 1971, 
.033. With no railroads, Afghanistan is dependent upon trucks and 
cars for all transportation except by air and animal. As elsewhere 
in this part of the world, however, the market is highly competive, 
Recettly visiting American tire company representatives state that 


although devaluation improved their situation in other countries, 
competing tires continue to undersell American products. This is 
decisive since price is probably the determining factor for tires, 
especially for trucks, 


Textile, Yarn, Fabric and Made-up Articles: 1969, .052; 1970, .065; 
1971, .066. Textile is Afghanistan's most developed industrial sec- 


tor, although there is a considerable over capacity. There is recorded 
and unrecorded trade in textile raw materials and finished products. 


Glass and Glassware: 1969, .09; 1970, .01; 1971, .06. No glass 

is manufactured in Afghanistan on an industrial scale. With the 
new soft drink and pharmaceutical plants, the demand for glass 
containers is heavy, as it is for window glass. In Kabul a consid- 
erable larger amount of plate glass for show windows is being used. 
Exports from the U.S. would seem to be non-competitive due to ship- 
ment and insurance, but continuing demand could eventually justify 


a small investment interest, 


Iron _ and Steel Products: 1969,.064; 1970, .044; 1971, .019. Demand 
for iron or steel shapes, tubes and fittings should expand due to 


increased construction but shipping and price competition makes a 
reliable market for U.S, products most unlikely. 


Agricultural Machinery, Appliances and Parts: 1969, .051; 1970, 
2015; 1971, .033. As the major factor in the economy, agriculture 


has a potential for mechanization. It will be very slow however 
because most farmers operate small scale subsistance plots imprac- 
tical for machinery. In 1972, 450 tractors and implements began 
to come in under an IBRD/IDA Loan. The potential for light agri- 
cultural machinery and attachments should continue to be investi- 
gated, 
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Office Machines and Parts: 1961, .051; 1970, .011; 1971, .030. 
There is little potential here for great volume but the Afghan 
Government and business sectors are largely unmechanized. The 


arrival of an IMB computer in late 1972 and increasing stress on 
improving statistics could encourage business machine sales, 


Power Generating Machinery and Parts: 1969, .130; 1970, .691; 
1971, .630. In many cases the high figures for these products 
represent USAID-financed imports. There will be a major impor- 


tation due to the electrification of the Kajakai Dam, 
Commercial manufacturers should keep in contact with the market 


since rural electrification program will probably continue to be 
based on small diesel and gasoline generating sets. 


Electric Machinery and Apparatus and Parts: 1969, .078; 1970, 
064; 1971, .055. Light motors and water pump sets offer some 
potential. 


Passenger Car, Trucks, etc.: 1969, .198; 1970, .085; 1971, 0, 
Potential for significant sales is clearly limited due to extreme 


price competition (although devaluation did decrease competitors' 
price advantages), delivery times and the historical domination 
of the market by competitive makes. 


Motor Vehicle and Tractor Parts and Accessories: 1969, .441; 1970, 
2353; 1971, .318. With slowly increasing numbers of vehicles, parts 
and accessories, including automotive service equipment, offer a 


sustained market but as with many other lines, it requires perso- 
nal attention. 


Construction and Mining Machinery: 1961 through 1971, no sales. 
In the mid-sixties, significant exports of heavy construction 


machinery resulted from USAID financed projects. With few major 
projects likely to start in the near future, the outlook for sales 
of these big-ticket items is not good. Parts will continue to be 
needed, Modernization of present mines and eventual exploration/ 
exploitation of Afghan mineral resources could open a new market 
but only some years in the future. 


Electric Power and Machinery, Switchgear: 1969, .070; 1970, .612; 
1971, .022. Except for the aforementioned light generating set 


possibility, there is little potential in this field except for 
USAID-financed projects. 
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Telecommunications Apparatus and Parts: 1969, .058; 1970, .024; 
1971, .010. The Afghan Ministry of Communications has actively 


pursued increased and modernized communications service, both domes-~- 
tically and internationally. They are interested in expanded urban 
telephone service, internal long distance telephone and radio ser- 
vices and international TELEX and radio communications. Although 
competition is strong and entrenched, American manufacturers and 
consultants should watch this field, 
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